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Wage Decisions of Building Trades Unions 


in Central New York 


by William G. Hosking 


J NION wage scales in the building trades are agreed 
upon by each local trade union and the local con- 
tractors who employ union tradesmen. Trade-by-trade, 
how uniform or how different are these wage rates in 
different places within the same general area? Are local 
differences in wage rates disappearing or do they persist? 
What are the actual factors which lie behind the wage 
decisions of a building trades union? 

To answer such questions, this author first assembled 
the negotiated wage scales for six of the building trades, 
ranging from bricklayer to laborer, in six of the localities 
of central New York State, for the ten-year period, 1942- 
1951. A general impression of this part of the investi- 
gation is presented in the table which follows. 


percentagewise, in 1951 than in 1942. Moreover there 
were even greater differences in actual earnings than in 
the basic wage scales as shown in the table, because of 
a persistent tendency to schedule overtime hours at 
premium rates more frequently in the very localities 
which had the higher basic wage scales. 

How can one explain these persistent, although chang- 
ing, wage differences as between various localities within 
central New York? The answers emerged very gradually 
during a three-year program of interviewing some 250 
business agents, union members, and contractors in the 
six cities which were studied. 

Was it ignorance? No. Both the union negotiators and 
the ordinary union members proved to be well aware of 
the wage rates and earnings prospects in neighboring 
localities. 


Extremes of Union Building Trades Wage Scales for Six Trades in Six Cities* of Central New York, 1942 and 1951 








1942 1951 
High City LowCity Difference High City LowCity Difference 
Bricklayers $1.75 $1.50 $0.25 $2.85 $2.75 $0.10 
Electricians 1.70 1.12 0.58 2.73 2.25 0.48 
Plumbers 1.65 1.25 0.40 2.64 2.20 0.44 
Carpenters 1.50 1.15 0.35 2.45 2.15 0.30 
Painters 1.37 1.00 0.37 2.34 1.75 0.59 
Laborers 0.81 0.70 0.11 1.76 1.35 0.41 





*Auburn, Elmira, Geneva, Ithaca, Rochester, and Syracuse. 


At first sight, one might expect that union wage scales 
would be the same throughout central New York. The 
six selected cities were no more than 100 miles from 


each other and no one of the cities was more than 50 - 


miles from at least one of the others. Building trades 
craftsmen are supposed to be especially mobile from one 
place to another. Still, as the table shows, wage differ- 
ences persisted throughout the ten-year period. For brick- 
layers, it is true, the intercity wage difference was sharply 
reduced. For electricians, plumbers, and carpenters, the 
extreme differences were smaller in proportion to the 
general dollar level in 1951 than they had been ten 
years earlier. But for painters and laborers, the inter- 
city differences were greater, both in cents per hour and 


William G. Hosking is professor of economics at Hobart College. 
This article, prepared in collaboration with his advisor, Professor 
N. Arnold Tolles, is based on Professor Hosking’s Ph.D. thesis which 
is on file in the library of the School of Industrial and Labor 
Relations at Cornell University. 
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Was it just “custom”? No. Customary wage relation- 
ships between one locality and another were used as 
arguments by both the unions and the contractors. But 
the argument of custom proved to be a rationalization 
of what the parties felt they could achieve for other 
reasons. When the economic circumstances changed, new 
standards of “customary” wage relationships were freely 
adopted. 

Was it union rivalry? Local union rivalry certainly 
existed. Several of the local unions feared that they would 
lose their jurisdictions unless they negotiated wage rates 
which would be “in line” with those in neighboring 
localities. But union rivalry, so far as it went, would 
have produced uniform rates. Yet different local rates 
persisted. 

Was it cost of living? No. Of course every union used 
increases in the national average of living costs as an 
argument for increased wage rates. But no one of the 
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250 persons interviewed ever mentioned any difference 
in living cost, between city A and city B, as the reason 
for a wage difference between those cities. 

Why, then, did the local unions settle for different 
wage rates in different places? The varying local condi- 
tions of labor supply and of labor demand, as estimated 
by the wage negotiators, provided the clue to the answer 
to this important question. 


Labor Supply 

Union members. Labor supply has a special meaning 
in relation to the negotiated wage rates of building trades 
unions. The supply of labor for this purpose is certainly 
not the total labor force nor even the total number of 
workers who might be able to perform the duties of the 
various building trades in each local area. At the time 
of a wage settlement between the unions and the contrac- 
tors the supply of labor, in the minds of the union nego- 
tiators, consists of those workers in the craft for which 
each local union feels responsible. Generally the labor 
supply for wage-negotiation purposes consists of the regu- 
lar dues-paying members of the local union. Sometimes 
and in some circumstances, the local union may be con- 
cerned with the employment of workers who hold tem- 
porary work permits or with the possible employment 
of union members from other local jurisdictions. The 
local union does not consider itself responsible for the 
employment of nonunion members, even though such 
persons may meet a considerable part of the demand for 
building trades employment in the area. In varying de- 
grees, nonunion workers may be taken into consideration 
at the time of wage decisions, but if so they are regarded as 
a threat rather than part of the labor supply which the 
union is trying to get employed at the most advantageous 
wage rates. 

Restriction of supply? Do the building trades unions 
restrict the supply of labor “arbitrarily”? Some measure 
of control is practiced. New members are not automat- 
ically admitted just because they may apply. The licens- 
ing of plumbers and sometimes of electricians certainly 
has limited the available supplies in those crafts. But it 
would be quite wrong to suppose that union control of 
membership was generally used as a device to ration 
labor. In fact, apprenticeship requirements were lowered 
so that thousands of new members could be admitted 
during the 1942-1951 period. In this way, the unions 
attempted to meet the extraordinary needs for building 
labor and, of course, to keep the work under union con- 
trol. Indeed, the unions in the more skilled trades were 
unable to induce as many men as they desired to accept 
apprenticeship toward the end of the period studied. 

So far as the supply of labor has been limited at all 
by these unions, the object has been to keep the numbers 
of union members within the rough limits of those 
which might reasonably well be employed over the long 
pull. At times the unions have underestimated these fu- 
ture employment opportunities. Even the expert statis- 
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ticians have had to revise upward their estimates of 
building construction in the nation as a whole. The 
local unions may then be pardoned for their errors in the 
much more difficult task of estimating future employment 
in separate local areas. And when the local volume of 
employment has exceeded expectations, these unions have 
generally relaxed their requirements instead of seeking 
a temporary advantage by restricting the privilege of 
working. 


The negotiators’ “supply.” The typical problem of the 
business agent was to find a union member who was 
qualified to do the kind of work the contractor required. 
To meet the contractors’ demands, the business agents 
occasionally had to seek workers from outside their 
local jurisdictions, even though some of the local mem- 
bers were unemployed. There was simply no preferential 
system of employment of certain union members for the 
purpose of limiting the labor supply to those who could 
be employed at the established wage rates. Obviously it 
would be impossible to change the size of the local 
union membership each year so as to make this number 
equal to the number of workers which is actually de- 
manded at the union scale for that year. In short the 
supply of union labor, like most other economic supplies, 
has a stable quality during short periods of time. The 
size of the supply at the time of a wage negotiation is 
virtually a fixed quantity which has been determined by 
a series of events and decisions of the past. 


The Demand for Labor 


The pertinent demand. For the purpose of explaining 
the union scales in the building trades, the demand factor 
as well as the supply factor must be given a special defi- 
nition. The demand which concerns the wage negotiators 
is not a simple objective quantity nor is it a neat price- 
quantity schedule. The demand which is relevant to the 
wage negotiation consists of the negotiators’ estimates of 
the number of workers under the jurisdiction of the local 
union which can probably be employed in the future 
at a certain wage rate. The negotiators may disagree 
violently as to their respective estimates, since the future 
can never be known with certainty, but business agents 
and contractors in central New York do not disagree as 
to the problem which faces them at the time of wage 
negotiation. Their problem is to guess what will be the 
future effect of any proposed wage rate on the quantity 
of that kind of work which concerns them. 


One possible estimate is that a wage increase will have 
no effect on the volume of employment. This view is 
based on the so-called “lump of labor” theory, which has 
often been supposed to be implied by the wage policies 
of building trades unions. William Haber, an outstanding 
authority on the building trades, has suggested that wage 
negotiators seem to be completely unaware of the con- 
nection between wage rates, building costs, and the 
volume of construction. Haber says this even though he 
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also observes that in the last analysis supply-and-demand 
conditions determine wage rates. 


Lump of labor? We found that only the bricklayers’ 
union in central New York acted on a “lump of labor” 
theory. The reason for this exceptional case was fairly 
clear. There were too few bricklayers and masons in the 
area to meet the demands for such work throughout the 
period studied. Even at the highest wage rates which any- 
one proposed, there was no doubt that the entire member- 
ship could be employed, given the willingness of the 
bricklayers to travel to the scattered places where such 
employment was available. Even so, the “lump of labor” 
theory was not pressed to absurd limits. No one proposed 
a bricklayers’ scale of five dollars an hour, for instance. 

It is of some interest to note that our one example 
of the operation of the “lump of labor” theory occurred 
for precisely the opposite reason from that which scholars 
have usually used to explain the prevalence of this theory. 
The usual explanation has been that building trades 
workers have experienced long periods of unemployment, 
regardless of their wage rates, and thus have concluded 
that no more work would be available at low rates than 
at high rates. Our one example of an approximate 
“lump of labor” theory occurred in the case where the 
union members had no reason to fear involuntary 
unemployment. 

Except in the case of bricklayers, we found that the 
building trades unions of central New York were acutely 
conscious of the relationship between wage levels and 
the probable volume of employment. The parties to 
wage negotiations were not only aware of the wage 
employment relationship but time after time local unions 
made wage concessions in view of the possible reduction 
in the employment of their members if the rate were 
set too high. 

But this is by no means the end of the story of the 
estimated impact of a wage rate on the future volume 
of employment of the members of a local union. We 
found that different local unions, and even different 
factions within a single local union, were concerned with 
different segments of the total demand for the services 
of the members of their craft. These differences in the 
evaluation of future demands provided the key to the 
explanation of intercity wage differences within the 
central New York area. 

Big and small work. Building tradesmen in central New 
York make a sharp distinction between what they call 
“big work” and “small work.” “Big work” is the kind of 
building activity which requires the services of many 
members of the same craft on a single job. Factory 
construction and large-scale housing construction pro- 
vide examples of this type of demand for building trades 
labor. “Small work” is that kind of building which re- 
quires only one or two craftsmen at a time on the project. 
The construction of individual dwellings and the main- 
tenance and repair of existing structures provide good 
examples of “small work.” 
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This popular distinction between “big work” and 
“small work” is firmly based on economic considerations, 
In the first place, the labor cost on a large-scale construc. 
tion is a relatively minor factor in the decision as to 
whether to engage in the construction or not. In techni- 
cal language, the demand for labor on large-scale building 
is inelastic with reference to the wage rate. In the second 
place, the large-scale projects provide a much greater 
opportunity for reducing costs by increased efficiency in 
the use of labor. The large-scale building is engineered 
and supervised. Thus the large-scale building projects 
come close to the labor-use situation in the modern 
American factory. The level of wage rates of the work- 
ers in large-scale projects is less important than the use 
that is made of the labor which is employed. Quite 
different is the demand for building trades workers on 
small-scale work. Here there is little chance for the eco- 
nomical use of labor, apart from the ability of the indi- 
vidual worker to plan his own work. Moreover, much 
of the small-scale work of the building crafts can be 
postponed or abandoned if the cost is too high. Again 
in technical terms, the demand for building trades labor 
on small-scale work is highly elastic. A large increase in 
wage rates is likely to reduce considerably the volume 
of small-scale construction in any locality and thus re- 
strict the earning opportunity of any union members 
who depend on small-scale work. 

Local differences. There were sharp contrasts among 
the various cities in central New York as regards the 
interest of local unions in the demand for labor on 
large-scale or small-scale work. These contrasts provided 
the key to the explanation of intercity wage differences. 
At one extreme was the situation in Rochester and Syra- 
cuse, the largest cities within the area of survey. In Roch- 
ester and Syracuse the local unions were concerned only 
with the demand for their members on large-scale work. 
Nonunion workers were employed on most of the small- 
scale construction, but this fact was of little concern to 
the local unions. They could provide full employment 
opportunities for their members at the relatively high 
rates which the large-scale projects could afford to pay. 
Should they try to “capture” the small-scale projects in 
these large cities, the local unions would be faced with 
a grave problem. These small-scale sources of employ- 
ment were widely dispersed and no one contract for 
employment lasted for more than a few hours or a few 
weeks. With the limited staff of business agents in these 
large-city locals, it was impossible to “police” the small- 
scale jobs. And so the wage scale in these larger cities 
was geared to the wage-paying ability of the contractors 
for the large-scale building projects. On these projects, 
relatively high wage scales could be paid without any 
threat to the volume of employment of local union 
members. 


At the other extreme was the union situation in Elmira. 
During the postwar period there have been relatively 
few large-scale building projects in the Elmira area. The 
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building trades unions in Elmira have adapted their wage 
policies to that situation. The Elmira unions consider the 
small-scale work to be the “bread and butter” work of 
their members. In contrast to Rochester and Syracuse, 
in Elmira the local unions take particular pains to 
“police” every building project, no matter how small. In 
Elmira the demand for building trades workers is more 
nearly the total demand of the community for such 
workers than is the case in any other city in central New 
York. But just because the “demand for labor,” in the 
perception of the Elmira unions, includes the demand 
on small-scale work, the wage rates in Elmira have been 
relatively low. This intercity difference between Elmira 
and other places within the area is not due to ignorance, 
or cost-of-living differences, or lack of bargaining power 
of the Elmira unions. The relatively low wage scales in 
Elmira are to be explained on the ground that the 
Elmira unions are anxious to preserve the demand for 
the employment of their members on small-scale work 
which is, in this situation, essential to the earning oppor- 
tunity of the members of the various local unions. 


Contrasting Wage Attitudes of Union Members 
Up to this point, our analysis might imply that union 
members and contractors were united in their respective 
attitudes toward the desirable rates of building trades 
wages. This is not the case, at least in central New York. 
The negotiated wage rates are not only the result of 
compromises between unions and employers, but they also 
result from compromises within each of these camps. Of 
course the process of compromise is a political process, 
both between and within the union and the employer 
groups. However, the contrasting positions of the differ- 
ent groups are based on quite understandable differences 
in economic interest and thus on different evaluations of 

the relationship of supply, demand, and wage rates. 


Old and young. Within almost every one of the local 
unions, a cleavage has existed in recent years between the 
wage attitudes of the “older” and the “younger” men. 
These groups are quite distinctive because of the fact 
that very few members were admitted to these unions 
during the depressed 1930’s, whereas thousands were ad- 
mitted during the building boom of the 1940’s. Thus 
there is an age difference of about ten years between the 
youngest of the “older” men and the oldest of the 
“younger” men. 

The older group of building trades workers (with the 
exception of the bricklayers) takes a cautious attitude 
toward increases in wage rates. This is not simply because 
of the conservatism of advancing years, but because these 
older workers experienced the unemployment, union 
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weakness, and wage cutting of the depression period. 
They do not believe that the present building boom will 
last forever and they know from experience how difficult 
it is for a union to negotiate a wage rate decrease and 
still maintain a strong union. Moreover, most of these 
older mernbers of the union are accustomed to work on 
the small-scale jobs, which require more skill of the 
individual worker but which—for reasons already indi- 
cated—have a more elastic demand. 

The experience of the younger members of the build- 
ing trades unions has been quite different from that of 
the older members. They generally favor the greatest 
wage increases which can be squeezed out of the building 
contractors. Part of the wage attitude of these younger 
members is based on their distinctive personal needs. 
They are the breadwinners of growing families and they 
have the greatest expectations for a larger house, a better 
car, television, and all the other evidences of economic 
success. These are the hopes which impel them to push 
for the largest possible income “right now,” while the 
“going is good.” More important than the ambitions of 
these younger workers is the kind of working experience 
they have had. They have never lived through a really 
slack period of employment in the building trades. They 
have worked mostly on large-scale building projects 
where energy and compliance with supervision counted 
for more than a well-rounded knowledge of the trade. 
Yet these large-scale projects had a very inelastic demand 
for labor, so that a large increase in wage rates would 
make little difference to the volume of employment which 
would result. Finally, the younger workers were not as 
firmly attached to building construction as were the 
older workers. Unlike the older workers, they were quite 
prepared to move into other types of employment if the 
building boom should collapse. For all these reasons, the 
younger group in each local union supported the largest 
wage rate increases which their unions seemed able to 
demand in the immediate circumstances. For under- 
standable economic reasons, the younger workers took a 
short-run view of the effect of a high wage rate on the 
demand for labor. 


Conclusion 


Whatever may be the case elsewhere, in central New 
York State the wage decisions of building trades unions 
and of the employers of union labor are clearly based on 
the estimated demand for and the supply of the services 
of each of the crafts in each locality. In no other way 
can the union wage rates in this area be explained. 
Perhaps the reaction against “demand and supply” has 
gone too far. 
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The Back-Pay Issue in Arbitration 


by Anne P. Holman 

UR present system of “industrial jurisprudence” con- 
O sists of two ever-developing parts. One part, the 
statutory law of labor relations, is administered by tri- 
bunals such as the National Labor Relations Board sub- 
ject to the interpretations and restraints of the courts. 
The other is an emerging private “law” of collective 
bargaining and arbitration, which is becoming increas- 
ingly important as the scope and_ necessity of public 
regulation of labor-management relations diminish. Com- 
paratively little attention has been paid to the juridical 
aspects of labor arbitration, and even less to its relation- 
ship with the statutory law. Little is known about the 
extent to which precedents are borrowed from past 
awards, or from tribunals and courts, or whether in each 
instance the collective agreement primarily controls the 
outcome. 

The back-pay issue provides a means for studying cer- 
tain juridical aspects of arbitration and its relationship 
to the statute law. Under both parts of the system of 
industrial jurisprudence, back pay functions as a remedy 
for the loss of employment and earnings opportunities 
resulting from the abuse of employee rights established 
by law or by collective agreement, and as an incentive to 
minimize such abuses. Under the National Labor Rela- 
tions Act (as amended), back pay may be ordered by the 
Board in cases of discrimination resulting from the unfair 


labor practices of employers or labor organizations. Under 


many collective agreements, back pay may be used to 
compensate employees who have been improperly dis- 
ciplined by discharge or suspension, laid off, denied a 
promotion, or assigned to work in violation of the terms 
of the agreement. 


Extent of Back-Pay Provisions 

The back-pay remedy for such violations is common 
in a substantial number of collective agreements. An 
analysis by the Bureau of National Affairs of more than 
75,000 agreements shows that about 45 percent provide 
for reinstatement of improperly discharged employees, 
and nearly 30 percent of these direct the arbitrator to 
reinstate with “full back pay.” Another 11 percent of 
the agreements provide for reinstatement but limit the 
amount of back pay that may be awarded, and 25 percent 
leave reinstatement and back pay to the arbitrator's 
discretion. 


Anne P. Holman is a member of the industrial relations staff of 
the Air Line Pilots Association (AFL). This article is based on her 
unpublished M.S. thesis, “An Analysis of the Treatment of the Issue 
of Back Pay in Arbitration Awards” (September 1955). 
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To study the principles actually employed by arbitra- 
tors in applying the back-pay remedy, ninety-nine cases 
reported in the Bureau of National Affairs’ Labor Arbi- 
tration Reports during the period 1943 to the spring of 
1955 have been analyzed. Because the awards published 
in this series are submitted voluntarily, they may not be 
representative of arbitrator practice generally on the 
subject of back pay. However, the criteria used by the 
Bureau in selecting awards for publication give scme 
assurance that the issues involved are of major importance 
and general interest. 


Back Pay and the NLRB 

The back-pay concept has had its clearest development 
under the National Labor Relations Act; the National 
Labor Relations Board and the courts have developed 
back-pay principles and practices to which arbitrators 
may, and often do, refer. Even though arbitrators are not 
bound by the law and, indeed, may often find it irrele- 
vant to many specific cases in which they are involved, 
the probable influence of the Act on arbitrator thinking 
and the similarity of the issues arising in arbitration 
cases justify a brief review of the principles and practices 
developed under the Act. The present back-pay doctrine 
of the NLRB is as follows: (1) no back-pay order may be 
punitive in effect or intent; the purpose of back pay under 
the Act is to make the employee “whole,” that is, to re- 
store the situation to what it would have been in the 
absence of an illegal act. (2) Employees have an obligation 
to mitigate, as far as possible, the employer’s (or the 
union’s) liability for back pay, but the burden of proof 
of a refusal to mitigate this liability rests with the offend- 
ing employer or union. Discharged employees, however, 
must protect their right to back pay by making them- 
selves available for other work and by making reasonable 
efforts to seek other employment during the period of 
discrimination, for example, by registering with a state 
employment service. (3) Back pay is defined in terms of 
the employee’s “normal” or average earnings during the 
period of discrimination, and may be defined broadly 
to include as well supplements such as Christmas bonuses, 
vacation credits, military service pay, payments in kind, 
and rights in insurance and welfare plans. (4) The em- 
ployer’s liability for back pay is reduced by the amount 
of the employee’s earnings during the period between 
the act of discrimination and reinstatement, but not in- 
cluding expenses incurred in seeking new employment, 
nor workmen’s compensation and unemployment insur- 
ance benefits. Computation of lost earnings or back pay 
is made on a quarterly basis since, in cases where 
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the employee’s interim earnings exceed back pay, em- 
ployers may reduce their back-pay liability by delaying 
reinstatement. 

The arbitrator’s discretion in awarding back pay varies 
widely among the collective agreements examined. Limi- 
tations on his discretion, however, may disappear over 
time as the relationship between the parties improves. 
Generally, the intent of back pay in disciplinary dis- 
charge cases is to restore to the employee full compensa- 
tion for all time lost as a result of the disciplinary action. 
In calculating the amount of back pay, a substantial 
number of agreements provide for the deduction of un- 
employment compensation, withholding and social se- 
curity taxes, and often interim earnings during the period 
of discharge. 


Development under Arbitration 
The actual principles employed by arbitrators in cases 
involving back-pay awards seem to depend more on the 
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issues and the general situation of the parties than on 
the governing provisions of the agreement. Despite the 
wide variety of such provisions, most arbitrators appear 
to follow several general principles in awarding back 
pay under the terms of a collective agreement. Analysis 
of the ninety-nine cases shows that four principles are 
generally followed, though there are also, not unex- 
pectedly, numerous exceptions or deviations from the 
dominant practice. 

1. The power to apply the back-pay remedy, except 
where expressly forbidden by the terms of the contract 
or by the submission agreement, is inherent in the arbi- 
trator’s power to settle disputes. Even where the contract 
forbids payment for services not rendered, or forbids the 
arbitrator to modify in any fashion the disciplinary 
penalty imposed by the employer, arbitrators have held 
that the employer is obligated to pay back pay. 

2. The object of back pay is to make the employee 
“whole.” Arbitrators generally order back pay in an 


Page 7 








amount sufficient to compensate for the earnings lost as 
the result of the employer’s violation of the collective 
bargaining agreement. The definition of “‘whole,” how- 
ever, varies widely, among the cases studied. Few arbitra- 
tors consider collateral losses which the employee may 
suffer, such as loss resulting from inability to meet finan- 
cial obligations during the period of the violation. Gen- 
erally, too, where the contract is silent arbitrators have 
refused to permit an opportunity to make up improperly 
lost time at a future date as a substitute for back pay. 

3. Most arbitrators expect employees whose rights 
under a collective agreement have been violated to miti- 
gate the employer’s liability by seeking other employ- 
ment. A refusal, for example, to accept an offer of rein- 
statement or the offer of a job from another employer has 
been held to bar back pay beyond the date of such an 
offer. The refusal to comply with an order assigning an 
employee to another job which he believes he is not obli- 
gated to accept under the collective agreement has re- 
sulted in the denial or in the reduction of the amount 
of back pay. Most arbitrators apparently hold that such 
refusals violate the employee’s obligation to seek redress 
through the grievance procedure rather than by unilateral 
action. 

4. In many cases, arbitrators have reduced or cancelled 
the employer’s back-pay liability when convinced that the 
company acted in good faith in accordance with its inter- 
pretation of the collective agreement. Arbitrators have 
also denied or reduced the amount of back pay where the 
union has been tardy in filing a grievance on the issue 
involved, or has been responsible for inordinate delay 
in processing the grievance. In such instances, the period 
covered by back pay may date from the submission of the 
grievance instead of the date on which the violation 
began. 

Problems of Computation 

The ninety-nine cases analyzed also reveal certain prin- 
ciples that arbitrators generally follow in computing the 
amount of back pay to be awarded to aggrieved em- 
ployees. Usually, computation is ordered in terms of the 
employee’s regular or straight-time rate of pay, or its 
piecework equivalent. Arbitrators differ on the propriety 
of including overtime in the computation, though there 
seems to be general agreement among them that equitable 
scheduling of overtime and the proper application of the 
premium pay provisions are acceptable grievances and 
that back pay is often the suitable remedy. Depending on 
the circumstances, arbitrators have also included sales 
commissions, tips, vacation pay, and other amenities re- 
garded as part of the basic compensation. Few arbitrators 
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represented in the cases studied gave any consideration, 
as the National Labor Relations Board has, to group 
insurance, social security benefits, maintenance and 
housing, and so on. 

In thirty of the cases analyzed, the arbitrators specified 
that wages earned by the employee(s) in the interim be- 
tween violation and settlement must be deducted from 
the back-pay award. Further analysis suggests that this 
principle is almost universally followed by arbitrators, 
the exceptions occurring in those cases where the collec- 
tive agreement explicitly forbids such a deduction. The 
several cases where deduction of interim earnings was 
forbidden all involve agreements with a single company 
in the agricultural machinery industry. No case was found 
in which the effect of overtime earnings on the deduction 
was explicitly discussed. In two instances, union repre- 
sentatives argued for computation of the deduction of 
interim earnings on a weekly basis to prevent a loss of 
back pay because it was less than the total interim earn- 
ings for the period involved. In both instances, analogous 
National Labor Relations Board practice was cited in 
support of the argument. 


Whether unemployment compensation benefits should 
be deducted in computing back pay is a moot question 
among the arbitrators studied. One writer has argued 
that such a deduction should be forbidden because the 
benefits are paid from public funds and do not penalize 
the employer. In thirteen of the cases examined, how- 
ever, arbitrators ordered the deduction of unemploy- 
ment benefits in the computation of back pay, and this 
seems to be the prevailing practice. 

Arbitrators are also free to introduce other considera- 
tions into the computation of back pay. One factor often 
taken. into consideration is the employee’s attendance 
record, and some arbitrators have reduced the back-pay 
liability proportionately to the ratio of absences to sched- 
uled work hours. The assumption supporting such a de- 
duction apparently is that the employee’s attendance 
record would not have improved during the back-pay 
period. 

Conclusions 


In conclusion, this study of the back-pay issue in arbi- 
tration seems to support two general statements: 

1. The statutory and administrative law of labor rela- 
tions is a relevant framework for the development of 
certain arbitration principles and practices. 

2. The appearance of precedent in labor arbitration 
probably results less from a conscious effort to develop 
a case law, and more from general recognition of the 
validity of certain principles for the treatment of similar 
cases. 
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An Appraisal of Studies of Minimum 


Wage Legislation 
by Jean Alice Wells 


N THE development of our present body of protective 

labor legislation, minimum wage laws have been the 
occasion for some of the sharpest and most prolonged 
controversy over the economic consequences of govern- 
ment intervention in the labor market. One result of 
such controversy has been a number of studies to test 
the economic effects of minimum wage laws and to 
provide guides for legislative policy in the future. 
Though these studies parallel the course of more than 
forty years of minimum wage law, however, they have 
not stilled, or even softened very much, the voices of 
dissent and the hosannas of praise which have been heard 
as recently as the Congressional debate over the increase 
in the federal standard from $.75 to $1.00. 

This failure of factual observation and analysis to 
replace dogma and speculation seemed to warrant critical 
examination of the studies that have been made of the 
economic effects of minimum wage laws. Was the scope 
of the studies too narrow, so that some important policy 
questions were never answered? Were statistical tech- 
niques inadequate or too crude to provide meaningful 
results? To learn the answers to such questions in the 
hope of suggesting improvements for future studies of 
minimum wage laws, all of the quantitative studies 
conducted between 1912 and 1952 were investigated in 
terms of their coverage and the adequacy of the methods 
used. 


Scope of Studies 


The first result of this investigation was the discovery 
that relatively few studies of actual experience under 
minimum wage laws have been made. In the forty-year 
period covered, only twenty studies attempted to com- 
pare changes in major economic variables before and 
after adoption of the legal minimum wage. With one 
exception, all of these studies were conducted by govern- 
mental agencies, which suggests that the expense and the 
difficulties in securing confidential information from 
private companies may account for the small number 
of surveys actually undertaken. A brief description of 
the sponsoring agencies and the major periods of study 
follows. 

The early studies were concerned with state minimum 
wage regulations and cover the period from 1912, when 
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the first minimum wage law was enacted in, Massachu- 
setts, to October 1938, when the Fair Labor Standards 
Act became effective. Seven studies were conducted by 
state agencies in California, Rhode Island, and New York; 
three more intensive studies were undertaken by agencies 
of the U.S. Department of Labor: Oregon retail stores, 
New York laundries, and Ohio cleaning and dyeing 
plants. 

The first experience with minimum wage standards on 
a national basis was given special attention in 1933 by 
the Bureau of Labor Statistics in a study of the cotton 
textile industry. Four other studies during this period 
were made after passage of the Fair Labor Standards Act 
in 1938: one of the cotton garment industry, two of the 
seamless hosiery industry, and a nongovernmental study 
of the cottonseed crushing industry. 

In the post-World War II period when Congress set a 
flat minimum of 75 cents an hour, the Bureau of Labor 
Statistics made follow-up studies in those industries most 
directly affected by the amendment: southern lumber, fer- 
tilizer, wood furniture, men’s seamless hosiery, and men’s 
dress shirts and nightwear. 


Findings of the Studies 

Ideally, studies of the economic effects of minimum 
wage laws should provide answers to a number of im- 
portant questions. They should tell us whether a signifi- 
cant number of workers are benefited by the wage order 
and also by how much industry wage levels are raised. We 
should know whether and in what direction the inter- 
industry wage structure is changed, and whether the 
occupational wage structure is narrowed or widened. 
Such studies should help us to ascertain the various 
methods used by employers to offset the increased wages 
—whether, for example, hiring standards are more selec- 
tive, or whether employers respond by introducing 
improvements in machinery and operating procedures. 
Because of the human considerations involved, the studies 
ought to tell us particularly whether, and under what 
conditions, minimum wage laws result in an increase, a 
decrease, or no change in employment. 

None of the individual studies examined was suffi- 
ciently comprehensive to answer this list of questions. 
The actual studies are much more limited in scope: each 
covers no more than one individual industry, is often 
limited to a single geographical area, and is directed 
toward only two or three economic factors. Of the factors 
repeatedly dealt with in the individual studies, the most 
important are wages, operating costs, and employment. 
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Wages. Raising the wages of the lowest paid workers 
has always been the principal purpose of minimum wage 
legislation, but the practicable extent of the raise has 
usually been a point of disagreement. Some have warned 
that it is dangerous to set a minimum rate above a level 
where it will affect more than 10 to 20 percent of the 
workers in an individual industry. A review of the surveys 
shows that in all but two industries the percentages of 
workers affected were larger than 20 percent. In six indus- 
tries, the new wage requirement brought direct benefits 
to over half of all covered workers, and in seven of them 
it affected a third. 

Even though a large proportion of an industry’s work- 
ers benefit from a minimum wage order, the benefit may 
be relatively small and industry wage levels may not 
increase very much. In fact, most of the legislation has 
stipulated that the minimum wage must be set at a level 
which will not substantially curtail employment or earn- 
ing power. However, a number of the studies show sub- 
stantial percentage increases in average earnings after 
the introduction of the wage order. The highest recorded 
increase in average earnings occurred in the southern 
branch of the cotton textile industry, where average 
earnings increased 77 percent after the establishment of 
the NIRA textile code in 1933. In three other studies, 
average increases in wage levels ranged from 24 to 42 
percent. On the other hand, average earnings declined 
by more than | percent in one part of the southern wood 
furniture industry, following the establishment of the 
75-cent minimum in January 1950. 


Occupational differentials. To a large extent the in- 
fluence of legal minimum wages on occupational differ- 
entials is a result of the difference in treatment by 
employers of two groups of workers—those directly 
affected by the wage standard and those indirectly af- 
fected. In the unlikely situation of all workers in both 
groups receiving the same percentage increase, there 
would be no change in occupational differentials. At the 
other extreme, if there was*no increase at all in the wages 
of those above the minimum, there would be a consider- 
able narrowing of job differentials. 

A marked decrease in occupational differentials in the 
cotton textile industry was noted between July and Au- 
gust 1933 after the adoption of the NIRA code. Jobs with 
low rates had average increases of 80 to 100 percent, 
medium rates jumped 70 to 80 percent, while the higher 
paying jobs had relatively smaller gains of 60 to 70 
percent. However, a year later, in August 1934, another 
survey of the industry noted that occupational wages had 
again widened so that the differentials were approaching 
those obtaining before the adoption of the code. Narrow- 
ing of the occupational wage structure was also noted in 
surveys of the cotton garment and seamless hosiery 
industries after establishment of the 1938 standard. 
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Employer Responses to Minimum Wages 


To minimize the increase in labor costs, employers can 
transfer the added expenses to the consumer through 
higher prices or seek opportunities to cut other operat- 
ing costs. While very few of the studies paid any atten- 
tion at all to the price aspect of minimum wage effects, 
attempts were made in several surveys to learn what 
operational changes were made. Oregon retail stores com- 
pensated for increased wage costs by eliminating two 
types of free service and by placing low-rated minors in 
the jobs of bundle wrapper and cashier. After a new 
minimum was set in 1940, only seven of twenty-eight 
work-clothing employers indicated any significant changes 
in operating methods or organization designed to increase 
output and thus equalize costs. Although new equipment 
had been installed in Ohio cleaning and dyeing firms 
prior to the state wage law, a 1934-1937 survey found 
that the changes made in prices and volume of business 
provided the means of paying for the higher labor costs. 

Mechanization. Probably the most outstanding opera- 
tional change possible is the further mechanization of 
affected establishments. Both proponents and opponents 
of compulsory minimum wages reasoned that higher labor 
costs would stimulate employers to accelerate the substi- 
tution of machines for men, though the opposing groups 
predicted quite different effects on employment. 

Among the twenty studies, there is only limited sub- 
stantiation of the supposition that minimum wage laws 
would stimulate mechanization. New York laundry oper- 
ators reported that their adjustments to the August 1938 
wage order in that industry included the purchase of 
new laundry equipment which would increase output 
per worker. Similar responses were offered by southern 
lumbermen in the spring of 1950 after the federal mimi- 
mum was raised to 75 cents an hour; for example, some 
intended to buy mechanical stackers to reduce labor 
costs. 

The most informative study on the subject of mechani- 
zation was made in the seamless hosiery industry between 
1938 and 1940. A 10.2 percent increase was recorded in 
the number of modern fully automatic knitting machines, 
and a 69.3 percent increase occurred in the number of 
converted transfer machines. Although both machines 
had been adopted by some mills prior to the minimum 
wage regulation, it seemed reasonable to conclude that 
the law had accelerated the introduction of the new 
machines because of their value in offsetting higher labor 
costs. 


Employment Effects of the Minimum Wage 


Of all arguments pertaining to the possible effects of 
minimum wage laws, the most controversial concern the 
employment effects. Expectations have varied from mod- 
erate displacement and even an increase in employment 
to predictions of widespread unemployment, depending 
on the kind of employer response assumed. A real possi- 
bility of adverse employment effects exists if employers 
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cannot defray high labor costs by cutting profits, raising 
prices, improving their operations, or by mechanization. 
Under these conditions they may well seek relief by 
cutting back marginal operations and thus curtailing 
the work force. 


Employment changes recorded in the studies varied 
considerably after the adoption of legal minimum wages, 
but employment was found to have increased in more 
cases than it decreased. However, these changes must be 
considered in the light of conditions prevailing in the 
industry and the economy. 


Employment effects and the business cycle. Although it 
has often been stated that minimum wage laws will not 
have proved their feasibility in the United States until 
they have faced the crucial test of a depression, four of 
the minimum wage regulations studied were or became 
effective when the economy was generally contracting. 
All four situations involved industries covered by state 
rather than federal wage laws. In three cases (Oregon re- 
tail stores, 1913-1914; Rhode Island apparel manufac- 
turing, 1936-1937; California mercantile, manufacturing, 
and laundry industries, 1930-1933) there was a slight cur- 
tailment of employment. In the fourth (California, 1918- 
1922), admittedly an incomplete report, no employment 
decreases were noticed. 

In most of the industries surveyed during a period of 
economic expansion, an increase in employment co- 
incided with the rise in wage standards. The BLS study 
of the cotton textile industry after adoption of the NIRA 
textile code shows immediate improvement in both wages 
and employment. Soon after the NIRA became effective, 
several states issued minimum wage orders for women 
employed in low-paying industries. Studies to assess their 
results covered laundries, beauty shops, and confectionery 
factories in New York; apparel and jewelry plants in 
Rhode Island; and cleaning and dyeing plants in Ohio. 
Cotton garment workers were also surveyed on a nation- 


wide basis in 1939 and 1941. In all except the Ohio clean. 
ing and dyeing industry more employees were reported 
on the payroll after adoption of the minimum wage stand- 
ard. Certain technological changes in Ohio cleaning and 
dyeing stabilized employment in that industry, despite 
general economic expansion. 

Since general economic conditions may obscure the 
employment effects attributable to the minimum wage, 
it might be expected that stable economic conditions 
present the best opportunity for studying the independent 
influence of minimum wages on employment. However, 
even when general business conditions are stable, indi- 
vidual industries may be expanding or contracting; 
shifts in market demand and changes in methods and 
rate of production may alter the volume of business 
and employment of particular industries and areas. Such 
local influences constantly interfere with an independent 
appraisal of the employment effects of the minimum 
wage, as in the southern lumber industry where poor 
weather in the spring of 1950 may have been as impor- 
tant as the increase in the federal minimum wage 
in accounting for a more than 5 percent decline in 
employment. 


Effects on Hiring Policies. Closely associated with the 
employment effects of minimum wage laws are their 
influence on the hiring policies of employers. Early op- 
ponents of minimum wage legislation predicted that men 
would replace women and that juveniles, because lower 
rates could be paid them, would be substituted for 
experienced workers. 


All studies to date bear evidence that the fear of men 
replacing women employees was groundless. The possi- 
bility that employers might take advantage of the lower 
rates allowed to hire juveniles led to regulatory provisions 
for learners’ certificates. Where such restrictions were not 
in effect, some replacement of labor occurred, as in Ore- 
gon retail stores in 1914, when managers decided to place 





in industrial and labor relations. 





ILR Research 


ILR Research presents brief summaries of selected School research findings. It is 
hoped that the articles will be of interest to those concerned with current problems 


The first three issues, appearing in December 1954, March 1955, and June 1955, 
were on a trial basis, distributed without charge. The December and March issues are 
out of print, but there is a limited supply of the June issue available. 

A survey was made to determine the demand for and the need of such a pub- 
lication. Since the results of the survey were in the affirmative, ILR Research will be 
continued on a permanent basis of three issues a year. 


ILR Research is distributed without charge. Additional copies may be obtained 


by writing to the Distribution Center, New York State School of Industrial and Labor 
Relations, Cornell University, Ithaca, New York. 








DECEMBER 1955 


Page 11 





$9 C.F.R. Sec. 34.65(e) 
Non-profit org. 
Postage Paid 
Ithaca, New York 
Permit No. 177 


To 


DETROIT PUBLIC LIBRARY 
BOOK RECEIVING 

5201 WOODWARD AVENUE 
DETROIT 2, MICH. 














I 
L 


Research 


Published by the NEW YORK STATE SCHOOL OF INDUS. 
TRIAL AND LABOR RELATIONS, a unit of the State University 
of New York, at CORNELL UNIVERSITY. 


LEONARD P. Apams, Editor 
FRANCES P. EAGAN, Technical Editor 
ALMINA R. LEAcu, Assistant Editor 


Address correspondence regarding articles in these columns to the 
Editor. Permission to reproduce material appearing in this publica- 
tion is hereby granted, providing full acknowledgment is made of 
the source and no change in headings or text is made without 
approval of the Editor. 





girls under 18 years of age in the jobs of bundle wrapper 
and cashier. Subsequent replacements of this kind were 
undoubtedly deterred by limitations on the number of 
learners’ certificates issued. 


The current interest in the relationship of minimum 
wage laws and employer hiring policies reflects the grow- 
ing concern over the employment opportunities of the 
older age group in the labor force. In several of the latest 
studies, employers were questioned about their hiring 
policies in respect to the age of the worker; few reported 
any changes in policy. Some southern lumber employers 
indicated they had been forced to lay off some of their 
less able workers after the 75-cent minimum became 
effective; of these mostly older workers had been affected. 
About a tenth of the men’s dress shirt and nightwear em- 
ployers interviewed said that they had changed their 
hiring policies—in some cases preferring younger work- 
ers; in others, experienced ones. The total record, how- 
ever, contains little evidence of any sharp changes in 
hiring policies regarding either women, juveniles, or 
elderly workers that can be linked closely with minimum 
wage regulation. 


Conclusions and Recommendations 


Analysis of the survey methods and objectives of the 
studies reveals their generally modest scope, changes in 
the importance of various issues, and improvements in 
the methods used. For example, in the five studies made 
by the BLS after the federal minimum was raised to 
75 cents an hour, statistical techniques had been so much 
improved that the wage data and to a lesser extent the 
employment data were undoubtedly the most reliable 
of any studies to date. However, in contrast to some 
older studies, only cursory attention was given to comple- 
mentary issues. 

Nevertheless, the limited and fragmentary data pro- 
vided and the obvious difficulties of interpretation suggest 


the need for further improvement in the technique of 
studying the economic effects of minimum wage laws, 
Recent studies provide reasonably adequate information 
on the wage effects, but improvements should be made 
in studying the effects on employment and employers’ 
operating practices. 

Several changes could be profitably made in studying 
the employment effects. Future studies might include a 
survey of the extent to which new plants have entered 
the industry after the wage order, and also the extent 
to which there have been changes in plant location. A 
second improvement might be to express employment 
in terms of aggregate man-hours, rather than workers, 
to take account of changes in part-time employment or 
overtime work. Follow-up studies might also be made of 
the work experience of individual workers in the affected 
industries. 


More precision might be introduced into studies of 
employers’ operating practices. Timely investigation and 
more quantitative data on actual changes in practice and 
production methods would help to appraise the impact 
of minimum wages on employer efficiency. Of particu- 
larly vital concern in this connection is the need for more 
data on price movements, inventory changes, and sales 
that may be related to the impact of minimum wage 
orders; only three studies, for example, included price 
data in the research design. 

Most of these suggestions concern factors included in 
one or more of the available studies. The scope of the 
studies, however, could also be improved both by narrow- 
ing and by broadening them. A more intensive scrutiny 
of the particular industry under study would reveal the 
changes occurring within individual establishments which 
are obscured by averaged data. A broader view of the 
effects of a legislative minimum could be obtained by 
observing changes in other portions of the economy, such 
as the uncovered firms and industries. 
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